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MONTHLY COMMENTARY

AllianzGI is one of the world’s leading active investment managers, managing over $612 billion in assets, including 
over $36 billion in global fixed income (as at June 30, 2018). 

SUB-ADVISOR: Allianz Global Investors (AllianzGI)

EVOLVE GLOBAL MULTI-ASSET CREDIT:

June proved to be another strong month for credit, as the universe more than recovered the drawdown in May and 
reclaimed the strongest first half of a year since the Financial Crisis. While the US Federal Reserve decided to maintain 
policy rates at their current levels, their tone for future moves turned increasingly dovish. Markets are now pricing in 
around 100bps of rate cuts in the US over the next twelve months. Likewise, outgoing ECB President Mario Draghi 
sent core euro area yields to new all-time lows by suggesting that there may be a need to ease policy further later this 
year, in the absence of an improvement in the inflation outlook. Along with the fall in underlying government rates, 
credit spreads tightened in most areas, though with the risk-on environment it was interesting to see a 21bp widening 
in CCC spreads vs. a 34bp tightening for the BB-B universe and a 9bp tightening for investment grade corporates. 
European credit performed well in spread terms on speculation that additional purchase activities by the ECB may be 
forthcoming. 

In this context the Fund produced a solid positive return with most of the return driven by credit spread movements, 
although duration exposure was also beneficial.  By sector, all areas were positive, but our holdings in financials 
were strongest, followed by those in high yield. At an issuer level, there were only a handful of names that marginally 
detracted. 

During the month we added a couple of names in European banks and some utility exposure. We kept the portfolio 
duration at 3y and our headline risk declined as a result of tightening spreads.  

OUTLOOK:

Looking ahead, our proprietary leading indicators continue to signal a period of underwhelming global growth 
momentum through H2 2019, although there are tentative signs of a stabilisation in activity. Meanwhile, indicators 
of narrow and broad money supply growth continue to run below their long-term averages, suggesting soft global 
economic growth and inflation dynamics ahead. Along with central banks signalling a more dovish policy bias, it 
suggests that government bond markets are likely to remain supported over the coming months, though there is the 
potential for the Fed to disappoint on rate cuts given the current market pricing.
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Your investments should too.
The world is evolving.
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Commissions, management fees and expenses all may be associated with exchange traded funds (ETFs), mutual funds and pooled funds. Please 
read the prospectus before investing. ETFs, mutual funds and pooled funds (“investment products”) are not guaranteed, their values change 
frequently and past performance may not be repeated. There are risks involved with investing, please read the prospectus and investment 
documentation for a complete description of risks relevant to these investment products. Investors may incur customary brokerage commissions in 
buying or selling ETF units. This communication is intended for informational purposes only and is not, and should not be construed as, investment 
and/or tax advice to any individual.

It is important to stress that anticipated growth levels should be adequate to support higher quality companies. 
Selectivity is called for in investment grade, while in high yield we believe valuations are around fair overall given 
decent bottom-up fundamentals and our default expectations, with opportunities particularly in US single Bs. 


